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GUYANA - KEY ECONOMIC INDICATORS 


Values in U.S. dollars millions wiless otherwise specified 
1981 1982 1983 1982-83 
stot iinet igh Io @ 
INCOME, PRODUCTION, POPULATION 


Gross National Product 426.7 : -5.8 
Gross Domestic Product 480.4 ‘ 3 -4.0 
Per Capita GNP (actual dollars) 537 
Government Consumption 167.3 : 12.2 
Public Fixed Investment 149.5 ; 4.7 
Private Fixed Investment 28.5 : ; - 
Private Consumption 328.1 ; -6.6 
Key Production Figures (MI) 

Sugar 305.0 

Calcined Bauxite 513.0 

Rice 166.0 
Population (thousands) a/ 795.0 


MONEY AND PRICES 


Money 119.7 
Savings & Time Deposits 210.5 
Interest Rates (%) 
Treasury Bill Rate 11.6 
Commercial Prime io 
Urban Consumer Price Index 124.7 
(end of year, 1980=100) 


BALANCE OF PAYMENTS AND TRADE 


Foreign Reserves - Bank of Guyana 
Net International Reserves 
External Public Debt Outstanding 
Anmial Debt Service 
Bank of Guyana Commercial 

Arrears Deposit 
Balance on Current Account 


10.6 6.5 

-315.4 -421.2 
669.0 693.4 
48.8 118.3 ¢ 


92.7 131.3 
-142.0 -134.3 
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Merchandise Exports 
U.S. Share 
Merchandise Imports 
U.S. Share 


241.3 193.3 
70.7 52.8 
280.0 248.3 
= 30.4 


BBRs 


a/ World Bank estimate; Embassy believes actual population is lower. 
b/ As of September 30, 1983 

c/ Projected; excludes arrears as of December 31, 1982 

d/ January - October 1983 only 


Note: Exchange Rate: 1981 - G$2.81 equals US$1.00 - Average rate used for national 


accounts, balance of payments and trade statistics; G$3.00 equals US$1.00 
used for money statistics. 


1982 and 1983 - G$3.00 equals US$1.00 


Source: Statistics are based on best available information drawn from a mmber 
| «published sources. 





Main imports from U.S. - Jan. - Oct. 1983 


Main exports to U.S. - Jan. - Oct. 1983 


and parts (3.1 million); Diesel engines 
and parts (2.4 million); Industrial 
machinery (2.0 million); Transportation 
vehicles, tractors and parts (1.4 million) 
Fabrics (1.3 million); Garments 

(1.2 million); Articles of iron and 
steel (1.1 million); Tires (1.1 million); 
Chemicals and pesticides (835,000); 
Paper and paner products (790,900); 
Tallow and oil cake (560,000); Hatching 
eggs (494,000); Animal Feed (457,000). 


Shrimp (18.1 million); Calcined bauxite 
(9.4 million); Sugar (8.2 million) ; 
Chemical and metallurgical grade 

bauxite (4.5 million); Clothing 

(3.1 million); Gold or silver bullion 

ore (2.6 million); Molasses (1.6 million) ; 
Live birds (818,000); Timber products 
(764,000) . 





SUMMARY 


The pattern of the Guyanese economy during the last few years 
was continued in 1983. Production in the three main sectors 
of the economy -- sugar, bauxite, and rice -- fell; calcined 
bauxite sales dropped to the lowest level in 20 years. Many 
small manufacturing firms have closed or are only working 
intermittently. However, shrimp, fishing, timber, and the 
beverage sector did moderately well in 1983. 


As in 1982 the principal production constraint derived from the 
inability to obtain foreign exchange -- for imported raw materials 
and other inputs as well as for spare parts and new equipment. 

In an effort to ameliorate the situation the Government allowed 
certain industries which produce for export to retain a percentage 
of their hard currency foreign exchange earnings. Although this 
provided some selective relief, the foreign exchange was 

not sufficient to meet total foreign currency requirements even 
for these firms. 


Shortages of the most basic of consumer goods -- powdered milk, 
butter, cooking oil, soap, matches, toilet paper, cooking gas 

-- continued and indeed intensified. The disequilibrium be tween 
official supply and private demand fueled the “parallel economy ,"’ 
where virtually any item could be obtained for a price, albeit 
exorbitant. Illegal sales abroad of a wide range of commodities, 
chief of which was gold, financed the blackmarket. 


Domestic money supply has grown 54 percent during the past two 
years. Commercial banks are highly liquid, with private individuals 
accounting for over 60 percent of all deposits. Private sector 

loan demand remained weak; 61 percent of total loans at the end 

of 1983 were held by public corporations. 


1983 saw a continued buildup in arrears -- to bilateral official 
donors, the Caribbean Multilateral Clearing Facility, commercial 
suppliers, and in the latter part of the year certain multilateral 
donors. At the end of December 1983 net international reserves 
totaled a minus US$421.2 million. 


In the first months of 1984 the Guyanese Government announced 

new measures it plans to take to reverse the economic slide. 

The Guyanese dollar was tied to a basket of currencies and 

devalued 25 percent against the US dollar. Monetary authorities 
agreed to use the exchange rate more flexibly in the future 

as an instrument of economy policy and future devaluations have 

not been ruled out. The domestic sugar subsidy, with an annual 

cost of G$35 million, was reduced significantly. Intentions to 
restructure the rice and bauxite industries as well as those 

public enterprises under the umbrella of the Guyana State Corporation 


were announced. The new plans call for implementation by the fall 
of 1984. 
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Throughout 1983 Guyana continued negotiations with the 
International Monetary Fund for a new standby facility. The 
last Guyana - IMF agreement terminated in July 1982. As of 
April 1984 no new agreement seemed imminent. However if an 
agreement is reached with the IMF, Guyana may reschedule many 
of its official debts through the Paris Club, followed by a 
rescheduling of its international commercial bank debt. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Real gross domestic product in 1983 measured by production fell 
by 10 percent, after a similar decline in 1982. In his budget 
presentation the Minister of Economic Planning and Finance 
stated that GDP “is not likely to be better than that of 1983 
in real terms." 


Main Productive Sectors 


Sugar -- Sugar production in 1983 totaled 251,000 long tons, 

16 percent below the original target. Factory breakdowns, work 
stoppages, and inclement weather all contributed to the lower 
production level. Sugar export earnings totaled US$69.3 million, 
27 percent below 1982. Guyana continued to receive preferential 
prices for much of its sugar through the US sugar quota program 


and the Lome Convention. 


For 1984 the Guyana Sugar Corporation, GUYSUCO, set a target 
of 286,000 long tons. The first crop has been running about 
20 percent below target, but it appears that the target may 
still be reached as the grinding time is expanded with the 
favorable weather conditions. 


Bauxite -- Bauxite production dropped substantially during 1983, 
with calcined bauxite production at its lowest level in 20 years. 
The industry was hit by a six-week strike in May-June 1983 

which contributed to the low production level. By the end of 
the summer the industry had laid off over 1500 workers in a 


cost-cutting move. The alumina plant has not operated since 
August 1982. 


Industry figures show the following sales breakdown for 1983: 


Calcined bauxite - 350,000 metric tons 
Other grades - 800,000 metric tons 
Alumina - 30,000 metric tons 
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In 1983 the bauxite company received two studies completed 

by Kaiser and US Steel Engineers and Consultants Inc., on what 
measures should be taken to resuscitate the industry. In 
addition, one of the firms, U.S. Steel Engineers and Consultants 
Inc., provided some on-the-spot management assistance. The 
Guyanese Government has reviewed the studies and has been 
looking for yi sg nt foreign management assistance for the 
industry. It also hopes to obtain funds from a multilateral 
organization for new plant and equipment. 


Green Overseas Corporation, formerly Green Construction, continues 
its involvement in the Guyanese bauxite industry. Green's 

contract covers the removal of overburden at the main Linden 

mine and training of Guyanese personnel in mine operations. 


During the latter part of 1983 and continuing into 1984 the 
worldwide demand for calcined bauxite, the industry's chief 
money earner, improved, thus bringing increased orders to the 
industry. The company has announced that it exceeded production 
targets for the first quarter of 1984. BIDCO, the Bauxite 
Industrial Development Company, seems intent on meeting orders 
on a timely basis to reestablish its reputation as a reliable 
supplier in the marketplace. Production targets for 1984 


include 460,000 tons of calcined bauxite and 1,005,000 tons 
of other grades. 


Rice -- Rice production in 1983 fell considerably below the 

1982 level, amounting to 117,000 metric tons compared to 

182,000 metric tons in 1982. A variety of problems plagued the 
industry -- lack of fertilizers and insecticides for timely 
application, water problems, inoperable machinery due to lack 

of spare parts, poor storage facilities, frequent factory 
breakdowns in the large rice mills, etc. These problems continued 
into 1984 and have affected first crop 1984 production. 


Despite the drop in production during 1983 the government 
managed to increase exports from 34,800 metric tons in 1982 

to 45,000 metric tons in 1983, mainly by diverting current year 
production from domestic consumption and relying on supplies 
from previous years for the local market. Main export markets 
were Trinidad and Tobago (24,000) and the German Democratic 
Republic (10,000). During the first quarter of 1984 rice exports 
averaged about 3,000 tons a month. 


The Government has announced a plan to restructure the rice 
industry. Although exact details have not yet been published 
the general framework will include a breakup of the Guyana 
Rice Board into two corporations: the Guyana Rice Milling 
Corporation and the Guyana Rice Export Board. An independent 
grading and inspection service will also be established. The 
private sector will be allowed to export rice outside of 





markets subject to government-to-government contracts. The 
Export Board will regulate all exports and have responsibility 
for filling government arranged contracts. Rice prices to 
farmers and millers will reportedly reflect world market 
prices, although prices will still be controlled. The 
restructuring should begin during the summer of 1984. 


Services 


As the economy has deteriorated over the past few years so 

have services. The water system for the Georgetown area 

is in a very poor state; mechanical breakdowns frequently 

leave entire sections of the city without water for several days 
or weeks at a time. Numerous leaks in waterpipes cause low 
water pressure, thus many homes have no water above the ground 
floor and fire fighting efforts are hampered. 


The electricity corporation continues to experience its share 
of problems, again exacerbated by the lack of necessary 

spare parts, wiring, transformers, etc. Power outages remain 
frequent occurrences. During 1983 the Corporation had serious 
problems with the Canefield Power Station which services the 


New Amsterdam area. Electricity was virtually cut off for about 
two months. 


Gasoline shortages during the past six months have become 


more frequent. Retail stations are provided a monthly quota 
of gasoline which is often not sufficient to meet demand. 
Stocks are maintained at low levels, so that a few days delay 
in the arrival of a fuel supply ship can produce long lines 
of vehicles waiting for fuel. In 1983 Guyana's total fuel 


bill amounted to US$96.7 million, 39 percent of total 
merchandise imports. 


Financial constraints have forced the central government to 

push more of the financial burden for education on to parents 

and teachers. The central government still pays teachers' 

salaries and provides some textbooks and exercise books; however 
maintenance and repair of the schools have become the responsibility 
of community parents and teachers. 


Hospitals and medical facilities have also deteriorated and 

at times authorities are hard pressed to provide sufficient 
supplies of basic drugs for hospitals and clinics. Shortages of 
critical inputs become interconnected; for example, the standby 
power generator at the Georgetown public hospital was still 

out of service early in 1984 when the city experienced a total 
power outage of several hours, thus preventing emergency medical 
treatment requiring electric power. At one point during 1984 


only one operating ambulance existed to service the entire 
Georgetown area. 





Import Controls 

Import controls remain very stringent with businesses required 
to obtain an import license from the Ministry of Trade 
followed by an agreement from the Central Bank for the release 


of foreign exchange. Almost all transactions are handled 
on a confirmed letter of credit basis. 


As mentioned previously, an active parallel economy has 
developed in Guyana. Many items enter the country as "gifts", 
thus requiring only a '’no funds license" from the Ministry 

of Trade. Many traders have regular customers and buy on 
order, making the most of limited available aircraft space. 
Early in 1984 the Government began a campaign to crackdown 

on blackmarket operations; several police operations 

received much publicity. However, the activity of the parallel 
economy has become so widespread and so lucrative that it will, 
indeed be difficult to stop it. 


1984 Budget and Financial Picture 


The Guyanese Government announced a 1984 budget with a 
consolidated deficit of over G$800 million. According to 
the plan of the budget, the public corporations are, 

taken together, not expected to contribute to the net 

cash national resources. The Minister of Economic Planning 


and Finance stated in his budget speech to Parliament that 
the central government would loan the bauxite and sugar 
industries o8186 million and G$144 million respectively to 
pay off their 1983 overdrafts with the Cooperative Bank. 


The 1984 budget emphasizes agricultural development and 
agricultural projects will receive a large proportion of 
capital expenditures. 


According to the budget document, the 1983 balance of payment 
deficit totaled US$107 million, financed almost exclusively 
by a buildup in arrears. For 1984 the budget shows a capital 
requirement of US$123 million. However, the budget provides no 
breakdown of how this current account deficit will be 
financed. During 1982 Guyana lowered its debt service burden 
through debt deferral and rescheduling arrangements. 


Official statistics list net international reserves of minus 
US$421 million at the end of 1983. During this year liabilities 
of the monetary authorities increased from US$217 million to 
US$283.3 million, with a drop in assets from US$10.7 million 

to US$6.3 million. Gross foreign exchange holdings of the 
Central Bank ranged from US$500,000 in April to US$10 million 
in October, and ended the year at US$6.5 million. 
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Demand and time and savings deposits of the commercial banks 
totaled G$1279.5 million at the end of 1983, 21 percent above 
1982. Over 86 percent of all deposits come from the private 
sector, while the majority of total loans (61 percent) 

were to public corporations. The banks' high liquidity has 
caused some concern, since sound investment opportunities are 
limited. This concern had led commercial banks to seek means 
of limiting the growth in deposits and hence exposure. 


Investment Program and Development Assistance 


During 1983 Guyana received US$45.5 million in official 
development assistance (grants, loans, and credits). The main 
donors were: 


US dollars 


InterAmerican Development Bank 26.3 million 
World Bank 6.7 million 
European Community 3.1 million 
USAID 2.4 million 
Netherlands 1.9 million 


The government expects to receive US$81.5 million in 1984 with major 


donors being 
US dollars 


InterAmerican Development Bank 26.0 million 
Brazil 10.0 million 
European Community 6.6 million 
World Bank 3.7 million 


Because of arrears on past loans USAID is still prohibited by 
US law from funding any new development projects. Pipeline 
projects still active include several in the health and 
agriculture fields. In July 1983 USAID deobligated its two 
largest loans in the agriculture sector because of the arrears. 


IDB funds will include US$10.6 million for Phase II of the 

Abary irrigation project; the initial phase was inaugurated in 
August 1983. (Total IDB funds for Phase II amount to US$ 

42 million). Phase II will include the construction of secondary 
canals to connect farmers’ lands to the main canal already 
completed under Phase I as well as the construction of access 
roads. 
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The budget document states that the Demerara Woods Limited 
project, jointly funded by the World Bank, InterAmerican 
Development Bank, and the European Economic Community will 
receive US$4.7 million in 1984, however recent indications 
suggest it may reach US$10 million. Current estimates call 
for start-up of the new sawmill during the summer of 1984. 


Canadian loans have focused on the fishing and timber private 
sectors. A year ago the Guyanese and Canadian governments 
signed a Canadian dollar 14 million short-term economic 
assistance loan to be used for vital imports of equipment and 
raw materials. However, the loan has not yet been disbursed. 
Recent press reports state that the Yugoslavian government 
will provide US$600, 000 for renovation of the Georgetown 
milk plant. The North Koreans will reportedly assist in 
agriculture and hydropower projects. 


During 1983 the Guyanese Government encouraged countertrade 
arrangements for non-traditional exports or to non-traditional 
markets. One countertrade arrangement sent calcined bauxite to 
Japan in exchange for Nissan cars. A long-standing counter- 

trade relationship continues with the German Democratic Republic. 
Press reports also state that Guyana and Bulgaria will soon 

sign a countertrade agreement. Although the Government has 
officially supported countertrade proposals, local businessmen 


emphasize that it tends to be complicated and highly time 
consuming. 


Out Look 


Pessimism prevails for the near-term future of the Guyanese 
economy. Without the necessary imports production will continue 

to decline. Although 1984 looks more positive for the bauxite 
industry, at some point the industry will require additional 
capital to provide the required new equipment and spare parts. 

As the economy has worsened many frustrated Guyanese have migrated, 
often the most highly skilled and the best educated. This 
development is ominous for the future economic recovery of the 
country, for many of those left behind lack the experience and 
training to solve the myraid of interlocking problems. 


An agreement between the IMF and the Guyanese Government could 

be the catalyst required to generate assistance from other donors. 
Once an IMF agreement is signed a rescheduling of official and 
commercial debts can be arranged which could eventually lead 

to increased net capital resources. Guyana must eventually clear 
up its commercial arrears and slowly begin to reestablish its 
international credit rating before it can reopen commercial lines 
of credit. At present the system has little flexibility. 
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Part B - Implications for the United States 


US exports to Guyana have declined markedly over the past 

three years -- from US$105.2 million in 1981 to US$30.4 million for 
the first 10 months of 1983. Major exports in 1983 were the 
following: 


Excavating and boring machinery and parts (3.1 million); 
Diesel engines and parts (2.4 million); Industrial machinery 
(2.0 million); Transportation vehicles, tractors and parts 
(1.4 million); Fabrics (1.3 million); Garments (1.2 million); 
Articles of iron and steel (1.1 million); Tires (1.1 million); 
Chemicals and pesticides (835,000); Paper and paper products 
(790,000); Tallow and oil cake (560,000); Hatching eggs 
(494,000) and Animal feed (457,000). 


US imports from Guyana totaled US$52.8 million for January 
to October 1983 and included the following: 


Shrimp (18.1 million); Calcined bauxite (9.4 million); Sugar 
(8.2 million); Chemical and metallurgical grade bauxite (4.5 million) ; 
Clothing (3.1 million); Gold or silver bullion ore (2.6 million); 


Molasses (1.6 million); Live birds (818,000) and timber products 
(764,000). 


Many Guyanese products are potentially eligible for duty-free 
treatment through the US Government's Caribbean Basin Initiative. 
However, as of April 1984 Guyana had not yet been designated for 
CBI benefits and the eventual outcome of discussions between 

the two governments on CBI is unknown. 


Trading Arrangements 


As previously stated, Embassy recommends that all trade with 
Guyana be done on a confirmed letter of credit basis. 

Commercial arrears, in some cases dating back to 1981, totaled 
US$131.3 million at the end of 1983. The Government announced 
that for those arrears where the Guyanese dollars were deposited 
with the Central Bank prior to the January 11 devaluation, the 
Government will guarantee a forward exchange rate of Guyanese 
dollars 3.25 for US dollar one, with the Central Bank absorbing 
the difference. 


The best trade opportunities for US companies continue to be 
those linked to projects of the multilateral development banks 
where the foreign currency funding is guaranteed. Demand is high 
for the following US products: agricultural equipment, heavy 

duty construction and mining equipment, electric power generating 
equipment, sawmilling and wood working machines, and spare parts 
for vehicles and the above listed machinery. Banks DIH, the 
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local private brewery and liquor corporation, has announced 
plans to build a new rum bottling plant during 1984 which may 
provide export opportunities for US firms. 


Foreign Investment 


Although Guyana began to revise its investment code two years 
ago, the new code has not yet been released. An agreement 
between the United States and Guyana guaranteeing investments 
exists and forms the basis for OPIC insurance coverage for 
inconvertibility, expropriation, war and investment disputes. 


The Guyanese Government has shown some interest in foreign 
investment and many private Guyanese companies would welcome 
joint-venture arrangements. Foreign exchange constraints 
represent one of the chief stumbling blocks. Although Guyana 
allows foreign firms to remit retained earnings abroad, the 
foreign exchange crunch has prohibited companies from so doing 
in the last few years. In considering an investment in Guyana, 
Embassy would recommend that potential investors look at those 
opportunities which would include some arrangement whereby 


export earnings could be used to meet payments due the foreign 
investor. 


Possibilities exist for joint-ventures in the food processing 


industry. In addition, many local garment manufacturers are 
actively soliciting 807 contract work from U.S. firms; this 
type of work is already being done for American companies. 
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